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(54) System and meXhod for automated electronic scrfp transactions 

(57) A system and method for performing and set- 
tling an dedronic scrip transaction between a merchant 
and a member includes a database storing accounts tor 
one or more participating merchants, scrip cfistrfcutore. 
sponsoring organizations, and members. The syaem 
also includes merchant terminate, scnp distributor ter- 
minate, sponsoring organization terminals, and a sys- 
tem manager terminal, which are interconnected to one . 
another, as wen as to the database, over a network, and 
a member scrip card, such as a magnetic stripe card or 
a smart card Transaction information, including the 
transaction amount, is entered at a merchant terminal 
and sent over the network to a scrip cfistributoc terminal 
or system manager terminal, and the member's account 
is automatically debited by the transact on amount 
Additionally, motchani loyalty point crecfit or tuition 
credit can be swarded and stored for file member in 
connection with tfie transaction amount The mer- 
chant's account is automatically credited with a mer- 
chant portion of the transaction amount, and the 
accounts of one or both of the scrip cSstributor and the 
sponsoring organization are credited with respective 
porfions of the balance accorrfng to percentages on a 
look-up table also stored in the database. 
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Description 

Cross Reference to Related Applicatlonfi 

jpooi] This application claims the benefit of US. Pro- 
visional Patent Application Serial No. 60/086,603 filed 
May 22, 1996. 

Field of the Invention 

[0002] The present invention relates to electronic scrip 
transactions end more particularly to a system and 
method for performing and setting transactors using 
an automated electronic scrip. 

Background of the Invention 

[0003] Typically, scrip is a paper certificate that is sold 
by organizations to raise funda In practice, a ecrprje- 
tributor acquires the scrip from participating merchants 
and eefls the scrip to an organization at an organization 
discount. In turn, the organization sells the certificates 
at face value to holders for a profit The holders tiien 
exchange the face value of the scnp tor goods or serv- 
ices from the participating merchants. The participating 
merchants redeem the scrip with the distributor ai a 
deeper, merchant discount, and the cSstrfcutor also 
makes a profit. OperafionaDy, the distributor must maln- 
tain accounts for its scrip sales to each of the drlterent 
organizations and tor Its scrip redempBcns by each of 
the participating merchants. Similarly, the organizations 
and participating merchants must also maintain 
accounts on their scrip activity. 
[0004] since the scrip Is traditionally a hard currency 
substitute, the scnp sales and ecrip redemptions must 
be recorded in a bookkeeping manner and then settled 
to the accounts of the distributor, foe organizations and 
frie partictpating merchants. The labor required to man- 
age the various accounts, together with the inherent 
float time associated with completing a transaction, 
jeoparrjze the feasibility of these accounts since the 
profit margins are small. In addition, the certificates are 
subject to counterfeiting, because the paper cert&fcates 
do not have all of me security features of regular LA& 
currency 

[000$] Scrip is tratfttonairy a paper certificate that can 
be used as money to purchase goods or services. In the 
past, 60%) has been used as paper money issued for 
temporary emergency use. such as In war times. How- 
ever, more recently, scrip Is used somewhat like a cou- 
pon or gift certificate and is sold by organizations for the 
purpose of raising funds. In a typical fund raising proc- 
ess, a scrip cfetrfeutor. such as the National Scrip 
Center (NSC), a nonprofit center run by the Diocese of 
Santa Rosa, CK makes bulk purchases of discounted 
sap from any number of over 300 participating local 
and nationwide businesses, such as The Gap. The cfis- 
courri may vary up to about 30 percent, depending on 



the terms of the deal that fie scrip distributor is able to 
negotiate with a particular business. 
(0006] After purchasing the scnp at a discount, the 
scrip rJstrtoutor sells the discounted scrip to fund-rais- 

s ing organizations at a dtsbixrSon price equal to the dis- 
counted price plus a Email handing fee. The fund- 
raising organizations then sell the scrip to thsr mem- 
oes at full value. Thus, the fund-rateing organizations 
collect the Difference between the fufl value of fie scrip 

io and the rJstrfoution price. For example, a scrip distribu- 
tor negotiates a deal with a local grocery store to pur- 
chase local grocery store scrip at a 6 percent Discount. 
100071 In the foregoing example, the scrip dfetributor 
then keeps 2 percent as a handling fee and setts the 

is focal grocery store scnp to organczations at a 4 percent 
discount The local rxgarazations then sell the scrip to 
their rnembere tor fufl value, leaving the organizations 
with a 4 percent profit So, inthk example, tf tie ©crip 
certificate has a $100 value, the scnp distributor pur- 

20 chases the scrip far $94 and sells it to the organizations 
tor $96. The organizations eeO tie scrip certfficate to 
their members for the full $100 value, leaving tho organ- 
ization win a $4 profit for each scrip certificate sold. 
[0008] Scrfa is advantageous in fund-raising, because 

25 it can be used as a money substitute for goods that a 
consumer Is already pping to buy. This is in contrast to 
other traditional fund raising events that require dona- 
tions, such as telethons, or that require the consumer to 
purchase Items that they do not really need, such as 

so cookie sales. The scrip cfetrSbuted by NSC, for example, 
can be used to purchase practically artyfliBrig, including 
groceries, toys, household goods, restaurant meats, 
and bus. train or airline tickets. 
[0009] The current scrfo system, however, has a 

95 number of drawbacks. The current system for distribu- 
tion of, and accounting tor, tracfitfonal scrip is time-con- 
suming and arduous, as the paper certificates are 
transferred from the participating stores to thecfisti*u- 
tors, the organizations, and finally to the consumers. 

40 Typically the dtetrtoutor pays, the participating mer- 
chants on a weeWy or montfiry basis for scrip Scnp is 
sent from each merchant to the dtetrfcutor, who must 
manuaDy sort and fie the various types of scrp. With 
tie receipt of orders from the numerous organizations, 

45 the various merchants' scrip Is accumulated for each 
order end then sent back to the ordering organization. 
Thus, the current system is essentially an antiquated 
manual process. 

[00101 Further, the current system allows for the rje- 
00 frfcutors' resources to be wasted, as there is a sizable 
rxic^of sciipinftoatforalengtr^ Since the 

distrfrutors pay for the scrip up front the scrip is in float 
until tie time that it is purchased by an organization. 
Even when a cfistrtxitor has a check in hand from an 
65 organszafioa ft may take days before tre check amount 
is credited to the cfetributors account. Thus, the distrib- 
utors lose cash flow due to their inventory of scrip. 
[0011] Moreover, because ft is a paper money cubeti- 
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tute, scrip has all of the disadvantages of paper money. 
Scrip is subject to counterfeiting, because the paper 
certificates do not have all of the security features of 
regular U.S. cunency, such as special paper. Also, ft 
may be easfly mutaeted or destroyed, such as by leav- 
ing it in a garment pocket that goes through a washing 
machine. Additionally, consumers may find It tfifflcult to 
keep track of their scrip, as It comes in many different 
shapes and sizes. Some scrip distributors even issue 
special wallets juei to keep track of sonp certificates. 
[001 2J Additionally, a consumer may be able to use 
scrip only at the specific business that issued the scrip. 
This is especially true because of the varying discount 
rates granted by tie different businesses. These ds- 
count rates may vary from region to region, or wen from 
store to store. Thus, it is inconvenient for consumers to 
make sure that they have the proper scrip with them, 
depending on where they are going. 

Summary of the Invention 

[QOI3] It is a feature and advantage of the present 
invention to provide a system and method tor auto- 
mated electronic scnp transactions which utilizes a 
generic scrip that can be used at all participating mer- 
chants, thus eliminating the need for merchant specific 
scrip accounts or certificates. 
[0014] It is another feature and advantage of the 
present invention to provide a system and method for 
electronic scrip transactions which automatically settles 
and records scrip transactions and efimnates manually 
intensive, time consuming sorting, filing and accounting 
for scrip certificates. 

[00f5] it is an adcBtional feature and advantage of the 
present invention to provide a system and method for 
electronic scnp transactor which utilizes a scrip card 
tor use at a merchant's terminal similar to a debit card, 
which avoids the inconvenience and risks associated 
with carrying bulky paper certificates. 
[0016] It tea further feature and advantage of the 
present invention to provide a system and method for 
electronic serf) transactions in which a member pays for 
scrip crecfits <firect from the member's checking or sav- 
ings account without directly Involvtog the participating 
organization in scrip transfers and thus reduces the 
complexity of the relationships and accounting. 
[0017] It is a still further feature and advantage of the 
present invention to provide a system and method for 
electronic scrip transactions which shffts the advantage 
of f loattime on the discounted value cA scrip from partic- 
ipating merchants to participating distributors but off- 
sets this shift in terms of the overhead associated wtth 
accounting for the scrip transactions, since accounting 
for scrip transactions is no longer an overhead item for 
the merchant. 

[0018] It is an adcfitional feature and advantage of the 
present invention to provide a system and method for 
electronic scrip transactions which combines the scrip 



prog/am with a merchant loyalty program, for example, 
as a differentiator between merchants. 
[0019] ft is another feature and advantage of the 
present invention to provide a system and method for 

5 electronic scrip transaction© in which furnishes a mech- 
anism for awarding, tor example, college tuition credits 
in conjunction with the merchant loyalty program that is 
combined with the scrip program. 
[0020] To achieve the staled and other features, 

io advantages and objects of the present invention, an 
embodiment of tie present invention provides a system 
and method for performing and settling a transaction 
between a merchant and a member using either mer- 
chant specific or generic electronic scrip The system 

15 and method for an entrapment of the present invention 
makes use of a database storing accounts, for example, 
for one or more merchants, scrip distributors, sponsor- 
ing organizations, and members. The system and 
method of an erntarfiment of the present invention also 

so includes terminate for one or more merchants, scrip cfo- 
trfrutors, sponsoring organizations, and a system man- 
ager, which are interconnected to one another, as well 
as to the database, over a netaorfc The member is pro- 
vided with a scrip card, such as a magnetic stripe scrip 

25 card or a smart scrip card. 

[0021] in an embodiment of the present invention, the 
member selects goods or services for a transaction with 
a participating merchant tnrorrnatfon relating to the 
transaction, including a transaction amount, is received, 

30 for example, by entering the Irtfonnation at a terminal, 
such as the merchant terminal. The transaction Informa- 
tion that te entered at the terminal also includes data 
from the member's scrip card, such as the magnetic 
stripe scrip card, or data from an application on the 

35 smart scrip card. The data that is ertered from the sonp 
card includes, for example, data iderrfrfytng the member 
and the member's account, such as an account number 
for the member. 

[0022] In an ernborJQment of the present invention, the 
40 transaction information, including the transaction 
amount, the member Identification, such as the member 
account number, as well as a transaction request and 
an identBication of the merchant, is automatically sent 
from the merchant terminal, tor example, over a network 
45 to at least one of a system manager at the system man- 
ager terminal and a scrip distributor at the scrip distrib- 
utor terminal. When the transaction Information is 
received at either the system manager terminal or the 
scrip defrfoutor terminal, the receiving entity automati- 
sm calfy confirms the member and merchant identification 
and ateo confirms that there Is a balance in the member 
account adequate to cover the transaction amount The 
member account is either a scrip account storing scnp 
credits, or the member account can also be a checking 
a account or a savings account of the member. 

[0023] in an embodiment of the present invention, 
when the member account balance is confirmed, tie 
member account, such as the scrip account the check- 
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' ing account, or the savings account, Is automatically 
debited by the transaction amount. At the same time, 
merchant tayatty point credit Is automaticafiy stored lor 
the member in connection with the transaction amount, 
lor example, in a merchant loyalty account, and when $ 
the a threshold level of stored loyalty point credit is 
attained, tuition credit for the member n connection with 
the transaction amount is also stored, for example, in a 
tuition credit account of the member. For the member's 
scrip account, data representing member scrip credit is to 
pre-stored for the member In the member's scrip 
account by transferring member scrip credit from at 
least one of a sponsoring organization account and a 
scrip distributor account in exchange for monetary value 
from the member, such as cash or check or debrfing the 15 
member's checking or savings account Likewise, data 
representing sponsoring organization scrip credit is 
stored in the sponsoring organization s account by 
transferring organization scnp credit from the scrip dis- 
tributor account In turn, data representing cfistrbutor so 
scrip credit is stored in the scnp cfistrbutor account by 
purchasing the distrfcutor scrip credit from foe partici- 
pating merchant 

[0024] m an en*odlrnBnt of the present invention, 
when the member's account is debited by the transac- ss 
tbn amount, a confirmation of the debit is automatically 
sent to the merchant at tie merchant terminal over the 
network by at least one cf ihe system manager at the 
system manager terminal and the scrip distributor at the 
scrip distributor tenrort^. A predetermined merchant so 
portion of tie transaction amount is atec credited, lor 
example, by the system manager or the scrip distributor 
to the merchant account according to a predetermined 
merchant percentage of the transaction amount. The 
predetermined merchant percentage is determined by 95 
automatically consulting a look-up table stored in the 
database that is coupled over the network, lor example, 
to the system rrjanaa,er terminal and the scrip distributor 
terrrtnaL 

[0025] In an embocfimerrt of the present invention, 40 
when the predetermined merchant portion is credited to 
the merchant account a predetermined balance portion 
of the transaction amount Is also automatfcalry credfted 
to at least one of the sponsoring organization account 
and die scrip distributor account. The predetermined 45 
balance portion for the saipcnstrfcutor account is auto- 
matically determined according to a predetermined 
scrip rJstrfcutor percentage of the transaction amount. 
In turn, the predetermined scrip distributor percentage 
i6 in determined by automatically consulting the look-up so 
table that is stored in the database. Likewise ihe prede- 
termined balance far the sponsoring organization 
account is automaticaBy determined according to a pre- 
determined sponsoring organization percentage of the 
transaction amount However, tie balance portion for ss 
the sponsoring organization is reduced by deducting 
any percentage of the transaction amount previously 
received by the sponsoring organization. 



[0026] Additional objects, advantages and novel fea- 
tures of the present invention wifl be set forth in pari in 
the description which follows, end in part will become 
more apparent to those skilled in the art upon examina- 
tion of the following or may be learned by practice of tie 
invention. 

Brief Description of the Drawings 
[0027] 

Rg. 1 shows a schematic overview of key rjornpo- 
nents and the flow of information between the key 
components for an embodimant of the present 
Invention; 

Rg. 2 is a schematic diagram which provides fur- 
ther detaa regarding the components and the flow 
of information shovm in Rg. 1 for an embodiment of 
tie present nvention; 

Rg. 3 is a labia which shows examples of the types 
of information stored in the system manager data- 
base for an embodiment of the present Invention; 
Rg. 4 is a flow chart which amplifies the flow of 
rntorrnation shown in Figs. 1 and 2 and provides fur- 
ther detail regarding the process of signing up for 
the automated scnp transaction system tor an 
embodiment of the present invention; 
Rg. 5 is a flow chart which amplifies the flow of 
intofrnation shown in Figs. 1 and 2 and provides fur- 
ther detail regarding the process of buying and sell- 
ing automated electronic scrip tor an embodiment 
of the present invention; 

Fig. 6 is a ftow chart which amplifies the flow of 
frrtormsijon shown in Figs. 1 and 2 and provides fur- 
ther detail regarding toe process of consummating 
an automated electronic scrip transaction with a 
scrip card at a participating merchant for an embod- 
iment of tie present invention; and 
Fig. 7 te a flow chart which amplifies the flow of 
irrformatfon shown in Fgs. 1 end 2 and provides fur- 
ther detail regarding tie process of setting the 
automated electronic scrip transaction tor an 
embodiment of the present Invention. 

Detailed Description 

f002S] Referring now in detail to an embodiment of the 
present Invention, an example of which is illustrated in 
the arjcornpanying drawings, Rg. 1 shows a schematic 
overview of key components and tf>e How of information 
between the key components tor an errtbodlmefrt of the 
present invention. The automated electronic scnp sys- 
tem and method for an embodiment of the present 
invention mates use of an efectronicaBy controled sys- 
tem tor the cfistribution and accounting of scrip, for 
example, between merchants 2, distributors 4, and 
organizations 6. that can be managed, for example, by 
a system manager 8. Further, the system and method of 
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the present invention utifizes a generic scrip that can be 
used ai all participating merchants 2. A distributor 4, 
such as the National Scrp Center (NSC), works with the 
system manager 8 r which can be a financial institution, 
such as CHfcanK to set up a database that is seg- 
mented by organization, 

{0029J Rg. 2 is a schematic diagram which provides 
further detail regard ng the components and flow ol 
information shown in Fig. 1 for an embocfirnent of the 
present invention. The database 10 is networked 14. 
interconnecting merchants' terminals 24, distributors' 
terminals 25, organizations* terminals 20. consumers 
12 and any other participant in the automated electronic 
scrip system An entity, such as the system manager 8, 
maintains a scrip clearing center with data processing 
resources, indurJng one or more signal processing 
units with associated signal memory for provfcfing on- 
line storage of scrip accounts for each of the scrip par- 
tfcpants, including the distributor 4, scrip purchasing 
organizations 6, particfoafing merchants 2. and mem- 
bers 12. In order to allow the settlement of each partici- 
partfs purchase and/or redemption of the certflicates, 
each scrip account participant also maintains at least 
one account for example, with the financial institution 8. 
[09301 Each of the participants in the system for an 
embodiment of the present invention has on-Jine access 
via network 14 to the scrip clearing center maintained, 
for example, by the system manager 8 for the purposes 
of comptefing and reconjng their scrip transactions and 
for reviewing their account balances. The transaction is 
then cleared, among the remaining scrip account partic- 
ipants, tor example, by the system manager 8 posting 
the credits or debits for the transaction to the proper 
participant's accounts. A further aspect of an embodi- 
ment of the present invention is to replace the scrip cer- 
tificate with a members scrip card 22 which is used to 
identify the member 12. tie member's scrip account 
end credH account, for example, with the financial insti- 
tutions, 

[0031] Fig. 3 is a table which shows examples of the 
types of information stored in the system manager data- 
base 10 for an embocBment of tie present invention. In 
addition to members' scrip accounts 19. distributors' 
scrip accounts 21 r and organizations' scrip accounts 28, 
under each organization 6 in the database 10 is also a 
list 16 of members 12 pariJcpating in the scrip program 
that are affiliated with the organization 6. There is also a 
discount table 18 set up m me database 10, completed 
with thediscount rate negotiated between the cBstrfcutor 
4 and each of the signed up participating merchants 2. 
The organization 6 has a terminal 20 which connects to 
the database 10, and an application on the organization 
terminal can interface with the organization's records, 
inciud'ng the organization's consumer member records 
16 in the system manager database 10. 
[0032] Rg. 4isaftowchartwhictiaripllflestheflC¥rof 
Information shown in Figs. 1 and 2 and provides further 
detail regarding the process of signing up for the auto- 



mated scrip transaction system and method lor an . 
embodiment of the present invention, A consumer 12 
wishing to participate in the sap program of the organ- 
ization 6 IIHs out an application at S1 . The application 
5 requests information, such as organization name, con- 
sumer name, address, phone number, bank account 
number, crerji card number, and other similar informa- 
tion. 

[0033] Another aspect of an embocfimGnt of the 
ic present invention is an accounting system which is 
based on the use of the scrip card 22 issued to the scrip 
purchaser 12. The scrip purchaser 12, such as a mem- 
ber of a church parish, enrolls for the scrip card 22, for 
example, with the church as me sponsoring organ tea- 
rs tion 6. including me purcrtasersagreerrwrttohaveora 
of the purchaser's source accounts, such as a debft, 
credit, or checking account as me funding source to 
pay for scrip card purchases. The sponsoring organiza- 
tion 8 transfers or assigns trie appiic^^ to a third party 
so dtetrfcutor 4. The card 22 can include a PIN number to 
identify the card, account, and scrip purchaser 12, and 
can Include some type of security provision, such as the 
PIN number. 

[0034] Referring further to Rg. 4, at S2, tfie consumer 

25 member 12 or the organization 6 submits the applica- 
tion to the distributor 4 and/or the system manager 8. At 
S3, ihe cfefributor 4 and/or system manager 8 enters 
the information Into the database 10 and assigns the 
consumer 12 a scrip account number associated with 

so the organization a At S4, the dfetrfoutor 4 and/or sys- 
tem manager 8 also issues the consumer the card 22. 
such as a magnetic stripe card or smart card, associ- 
ated with hat account. Thus, the consumer 12 is set up 
in the database 10 and may begin to participate in the 

35 scrip program, 

[0035] Fig. 5 is a flow chart which arnpfif ies the flow of 
information shown in Figs, 1 and 2 and provides further 
detail regarding Ihe process of buying and selling auto- 
mated electronic scrip for an embodiment of the present 

40 invention. At 81 1. the organization 6 buys the scrip up 
front by purchasing it from the distributor 4 or system 
manager 8 at a negotiated discount At S12, the distrib- 
utor 4 or system manager 8 then places tie senp credits 
in the account 23 of the organization 6 on the database 

46 10. This gives the organization 6 an amount of on-hand 
or pre-paid scrip in the organization's account 23. which 
can be tracked by the system manger 8 or distributor 4. 
[00383 RefernrxjalsotoFig.5,on<»fhe 
signed up and has a card 22, the member can give 

so cash, identify an account to charge, or write a check to 
the organkatton 6 to purchase a certain amount of scrip 
from the organization at S 13. Upon receiving the cash, 
account number or check, and possWy clearing the 
check, at SI 4. the organization 6 uses the orgarriza- 

55 toon's terminal 20 to transfer the scrip credit from the 
account 23 of the organization 8 to the account 1 9 of the 
member 12 on the networked system. Thus, the mem- 
ber 12 with the card 22 can go to one of the partiqpating 
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merchants 2 and consummate a transaction. 
[00371 Fq. 6 Is a f tow chart which amplifies the flow of 
information shown in Rga 1 and 2 and provides further 
detail regarding the process of consummating an auto- 
mated electronic scrip transaction with a scrip card al a 
participating merchant tor an embodiment of the 
present invention. The transaction with the merchant 2 
using the scrip card 22 is somewhat simlar to a typical 
credit or ATM type transaction. The member 12 selects 
goods and/or services which the member wishes to pur* 
chase from the participating merchant 22, and at 621, 
the scrp card 2 of the member is swiped in the mer- 
chant terminal 24 in a manner simlar to a debit card. 
The card 22 can be a personal iderflificallcn number- 
less (PIN-less) debit card, or the card can require a PIN. 
{0038} Referring again to Fig, 6, once the card is 
swiped, art S22, a transaction request is sent out from 
the merchant terminal 24 over toe network 14 to the dis- 
tributor 4 or system manager 8. At 323, the cSstrfcutor 4 
or system manager 6 conf'sms the merchant number to 
see if the merchant 2 is a participating merchant If the 
merchant 2 is valid and me credft in the member's 
account 19 Is sufficient, at S24, the account is debited 
for the amount of the transaction. At $£S, the distrfcxrtor 
4 or system manager 8 then returns a signal back to the 
merchant 2, completing the transaction at the mer- 
chants cash register. 

(0039] in an embodiment of the present invention, the 
member 12 uses the card 22 at panStipating merchants 
2 to buy goods at face value Each purchase on the card 
22 Is entered through the merchant on-line terminal 24 , 
such that aQ the details of the transaction, including tor 
example, card number, amount data, and merchant 
name, are provided to the system manager 8 or distrib- 
utor 4. The system manager 8 or dstributor 4 maintains 
accounts 21, 17, and23forthesponsc^ orgaraaata> 
8, the card bearer 1 2. and the merchant 2. respectively. 
The system manager 8 or distributor 4 debits the fund- 
ing source erf the card beew 

purchase, crecSte the sponsoring organization 8 with a 
percentage of toe full price, such as 5 to 10 percent, 
credits the distributors own account 19 with a percent- 
age qf the transaction face value, such as 5 to 1 0 per- 
cent, and credits the merchant's account 23 with the 
balance remaining, such as 80 to 90 percent The sys- 
tem manager 8 or distributor 4 provides each of the 
account holders, namely the sponsoring organization 8, 
card bearer 12, and merchant 2, with account state- 
ments on a periodic basis, such as monthly. 
[0040] When the transaction is completed, the distrib- 
utor 4, or preferably the system manager 8. such as Cit- 
ibank, performs a settlement on that transaction. Fig. 7 
is a flow chart with ampBRes the flow of rrrtormation 
shown in Figs. 1 and 2 and provides further detail 
regarding tfw process of settling the automated elec- 
tronic scrip transaction for an embodiment of the 
present invention. At S31, the system manager 8 
accesses the discount table 18 on the database 10 to 



determine how to disburse the money from the transac- 
tion. For example, assume that the merchant 2 in the 
above transaction agreed to a 95 percent settlement 
Therefore, at $32, the system manager B sends a crecfit 
s to the account of the merchant 2 for the agreed percent- 
age settlement or 95 percent of the value of the tens- 
action. 

[0041 ] Referring further to Fig. 7. at S33 , the system 
manager also apportions fie remaining 5 percent with 

iq an agreed portion going to the distributor 4 r such as the 
National Script Center to help, for example, to support 
Hs work, and the remaining portion going to the organi- 
zation 6, alter taking into account any percentage that 
the organization may have already received For exaro- 

15 pie. assume thai the agreed portion for toe distributor 4 
is 1 percent of the transaction. Assume also, that the 
organization 6 already received 2 percent on the trans- 
action, based on the organization's transferring on-hand 
scrip credits from the organization's account to the 

so account of the member 12. In such case, the amount 
going to the organization 8 after the merchant transac- 
tion is the remaining 2 percent of the transaction. 
[0042] To fllustrate further, assume toat toe member 
12 gives toe organization 6 toe sum of SI 00 for transfer 

25 Into the merrber's scrip account 17. The organization 6 
transfers $1 00 worth of on-hand or pre-paid scrip credit 
from toe crganKation^ account 21 to toe member's 
account 17. Assume also that the organization 6 paid 
toe cSstrihutor 4 or system manager 8 toe sum of only 

90 $98 for toe $100 worth of scrip credit based on a pre- 
pay agreement with thecSstributor. The member 12 then 
goes to a partidpating merchant 2 and performs a $100 
transaction wtto toe member's scrip card 22. The card 
22 Is swiped to toe merchant terminal 24, and the mor- 
as chant number, member account number, and too 
amrjuritcf toe transactton are sem over toe network 14 
to toe system manager 8. Trie system manager 8 veri- 
fies that the merchant 2 is a participating merchant ver- 
ifies the account number of toe member 1 2 and that the 

40 member's account 17 has enough credit In It to cover 
toe transaction. 

[00431 Continuing wtto toe itkjstrative example, once 
all of tote is approved, the system manager 8 sends toe 
approval to toe merchant 2. The merchant 2 completes 

45 toetransactkHiarxJthemenrber 12 buys toe $1 OX) worth 
of items. Meanwhile, toe system manager 8 references 
toe agreement of the distributor 4 with the merchant 2 
and sees that a 95 percent cfiscount rate applies and 
transfers $95 into toe inercrianj's account 23. The sys- 

50 tern manager 8 then settles the remaining 5 percent or 
$5. The system manager 8 transfers a previously 
agreed upon amount such as 1 percent or $1. into toe 
dstrtoutor's account 1$. FtnaBy, toe system manager 8 
knows that toe organization 8 already received 2 per- 

ss cent because the scrip in the member's account 1 7 was 
transferred from toe organization's pre-paid or on-hand 
account 21. TThjs. since toe organization 6 already 
essentially received 2 percent or $2 on this transaction, 
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the system manager 8 Bends the organization the 
remaining 2 percent or $2. Therefore, the settlement 
process for the $100 transaction is complete. 
[00441 In the foregoing example, the members 
account 17 showed a purchase of scrip ol $100. In s 
anoftier aspect of an embodiment of the present inven- 
tion, the organization € may have direct access to the 
member's account 17 by the agreement of the member 
12. The organization 6 can have access to the mem- 
bers account 17, so thai the organization can keep to 
track of the members performance. For example, as 
part of the fund raising for the organization 6, the mem- 
ber 1 2 may be required to buy a certain val ue of scrip in 
the year. If the member 12 does not make the required 
purchase, the organization 6 can notify the member 1 2, is 
because the member may be enjoying benefits from the 
organization for mating a pledge to purchase a certain 
amount of scrip. For example, H the organization 6 is a 
school, the member 12 may be paying a reduced 
amount for tuition for tine member's children in return for so 
the pledge. If the member 12 made a ptedga the organ- 
ization 6 can remind the member of the pledge. 
[0045] in an alternate embodiment of the present 
invention, the scrip system functions similarly to that 
descrfeed above However, trie member 12 pays tor the ss 
scrip credit directly from the members own account, 
such as a checking or savings account, rather than 
through the organization 6. Such an alternate embodi- 
ment can be referred to as a direct pay scrip system. In 
such embodiment, use of the scrip card 22 debits a so 
checking, savings, debit or credit account designated by 
the member 12. In this embodiment when a member 12 
uses the scrip card 22 for a transaction, tie system 
manager a or dsrrbutor 4 receives the request and 
either automatically debits the account, such as a debit ss 
or crecfit account. Alternatively, the system manager 8 
or distributor 4 checks the account tor fund availability 
and fren debits the account such as the checWng or 
savings account The remaining process steps are sim- 
ilar to those shown In Figs. 4, 6, and 7. 40 
[0046] The foregoing aHemate ent>oc6ment allcws the 
member 12 to use the scrip card 22 without having to 
make a special effort to designate certain funds for a 
special scrip account. The member 12 is stifl affiliated 
wfth an organization 6 as Indicated when the member & 
signs up, and the organization still receives some bene- 
fit on afi purchases made by the member. However, the 
organization 6 is not directly involved fen the scrip trans- 
fer transaction, which reduces the complexfiy of the 
relationships and accounting. Further, the manpower so 
required by the organization 6 to participate in the sys- 
tem is fikawise reduced. In essence, the alternate 
embodimem anows the organization 6 to concentrate on 
recruiting new members to the system, whfle stiB giving 
the organization all the benefits of the automated efec- ss 
tronic scrip system of tie present invention, 
100471 Another aspect of an embodiment of the 
present tovention incorporates a rnercnait loyalty pro- 



gram with the electronic scrip transaction system of the 
present invention and provides a mechanism for award- 
ing, tor example, tuition credit points for educational 
institufon tuition, such as school or college tuition, in 
conjunction wfth the merchant loyalty program For 
example, the scrip system for an embodiment ol the 
present invention is combined with a standard merchant 
loyalty program, and merchant loyalty points are main- 
tained on a smart card used as the scrip card 22 and/or 
on a database, such as database 1 0. 
[0045] In such aspect of an embodment of the 
present invention, a merchant loyalty point account is 
maintained for tie member 1 2, for example on the smart 
card used as the scrip card 22 and/or in the database, 
such as database 10, and the member is awarded loy- 
alty points by the participating merchant 2, for example, 
for each use of the members scrip card 22 In a transac- 
tion with the merchant The member's merchant loyalty 
account can be accessed when the member 12 per- 
forms a transaction with the parftipating merchant 2 at 
the merchant terminal 24, and the loyalty points in the 
member* loyalty point account can be displayed, for 
example, at the merchant terminal 24, Thus, the men> 
ber 12 can make a purchase from the merchant 2 using, 
tor example, a comtxnatton of scrip credit, cash, and/or 
redeemed loyalty points. 

[0049] Additionally, in such an aspect of an embodi- 
ment of tie present invention, as merchant loyalty 
points accumulate In the members loyalty point account 
to a predefined threshold level, an entity, such as the 
system manager 8, which can be a financial institution 
such as cafcank, also opens a tuition credit account for 
the member 12, tor example, on database 1 0. Thus, as 
the member 12 is awarded loyalty points for purchasing 
merchandise or services from tie partidpating mer- 
chant 2. the loyalty points are made into tuition credit 
points, which provides additional value to the member. 
Further, the participating merchant 2 and the financial 
institution receive the benefit of favorable publicity, end 
participation by the financial institution adds credtollrty 
[0030] A further aspect of an embodiment of the 
present invention re use of a smart card as the mem- 
ber's scrip card 22, which provides, tor example, for 
authentication of the member 12 through the use of a 
digital certificate stored the smart card and the abffity to 
sign a transaction with a public key on the card. Use of 
such a smart card as the scrip card 22 provides adtfr- 
taral security, for example, to storage on the scrip card 
of loyalty points in conjunction with the scrip program. 
[0051] In an embodiment of the present invention, a 
transaction with the scrip card 22 appears no different to 
a member 12 than current merchant terminal transac- 
tions. However, wfth the use of the scrip card 22, the 
transaction receipt may contain a special report of the 
scrip account 17 balance, or a separate special receipt 
may be printed. Further, the scrip card 22 cannot be 
used at an automated teller machine (ATM) or at tie 
merchant terminal 24 to wftidraw cash in exchange for 
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the scrip credit value in the members account 17. 
[0052] "me automated electronic scrip system for an 
embodiment erf the present invention allows the use of 
either generic scrip or merchant specific scrip. However, 
generic scrip is preferred, since H allows for greater Ilex- 
rbflrty. in that a member 12 can use it at any participating 
merchant 2 without the concern of having enough mer- 
chant specific scrip in tie member's account. Neverthe- 
less, the system for an errfcodiment of the present 
invention is robust enough to allow for the use of mer- 
chant specific scrip. A distinction between the use of 
generic scrip and merchant specfic scrip for an embod- 
iment of the present invention is that instead of having 
one scrip value in the members account 17, in a mer- 
chant specific scrip system, the member 12 has numer- 
ous sub-accounts associated with specific merchants 
within the member's main account. Thus, when the 
member 12 purchases scrip; the member must desig- 
nate how to distribute the scrip among the sub- 
accounts. Alternatively, the scrip may go into a general 
account that can be accessed by tie sub-accounts as 
necessary, such as when a sub-account does not have 
enough scrip. 

[0053] In this regard, an important aspect of the alter- 
nate embodiment direct pay scrip system described 
above is that separate sub-accounts are not required. 
Since the members account 17 Is rjrectfy debited in the 
direct pay scrip system, as tongas the merchant 2 is a 
participating merchant, then tie member 12 can use the 
scrip card 22 without the concern of having enough 
scr|> credit In a merchant speeffle account The mem- 
ber's account 17 ts simply debited the transaction 
amount with reference to the specific merchant 2. 
[00541 The system and method for an ernbrjrJirnent of 
the present invention has all of the benefits associated 
with the prior art scrip currency tn terms of providing 
benefits to the sponsoring organization 6. while allowing 
the members 12 the fair market value for the scrip at 
participating merchants 2. In the prior art scrip currency 
system, the merchants tiemserves sold the scrip to the 
distributor so as to have the advantage of Toaf time' on 
the discounted value of the scrip that they received ini- 
tiaffy. With eO other aspects being equal to the scrip cur- 
rency scenario, an embodiment of the present invention 
shifts the float time advantage from the merchant 2 to 
tie cfistributor 4. but offsets this shift in terms of the 
overhead associated wfth accounting tor the scrip tans- 
actions, since accounting for scrip transactions ts no 
longer an overhead item tor the merchant 2. tn adoption, 
the card 22 provides overall security above frat of a 
scrip currency in terms of tost currency counterfeit, and 
the like. Also, in addition to reducing the administrative 
overhead associated with otherwise manual account- 
ing, the system, for an embodiment of tie present 
invention, has the advantage of any automated 
processing system in terms of settling accounts among 
the partfcpants in near real time. 
[0055] Additionally, in an en^xxllmertt of the present 
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irrverrfion, the scrip card 22 can cany the logos and/or 
UCC codes of the participating merchants 2. The logos 
remind the members 12 about tie participating mer- 
chants 2 as wet as providing advertising for tie mer- 
chants. Furfrer, the electronic scrip system of an 
embodirnent of the present invention eliminates tie 
problem of the member 12 having to carry around bulky, 
paper scrip. In addition, an embodiment of the present 
invention promotes the use of generic scrip that can be 
purchased by the member 12 based purely on value, 
without regard to having to plan ahead and divide the 
total purchase into Different merchants' scrip. Generic 
scrip eliminates the problem of a member 12 having to 
be rjorrarned about having enough credit in a particular 
merchants scrip. Thus, the present invention allows the 
member 12 to focus only on the total value of scrip 
credit in the member's account 17. 
[0056] Various preferred embodiments of the inven- 
tion have been described in fuffAfamerrt of the various 
objects of the invention, ft should be recognized that 
these embodiments are fflustrative of the principles Of 
tie present invention. Numerous modifications and 
adaptations thereof wifl be readily apparent to those 
skflied in the art without departing from the spirit and 
scope of the present invention. Accordingly, the Inven- 
tion is fimrted only by the following claims. 



so I. A metiod of performing a transaction between a 
merchant and a member with electronic scrip, com- 
prising: 

receiving information relating to the transaction 
36 between the merchant and the member, includ- 

ing a transaction amount; 
automatically debiting an accotflit of the mem- 
ber by the transaction amount; 
automatically crediting a predetermined mer- 
4o chant portion of the transaction amount to an 

account of the merchant; and 
8AJtartaticatty crediting a predetermined bal- 
ance portion of the transaction amount to at 
least one of a sponsoring organization account 
4$ and a scrip distributor account 

2. The method of ctafrn 1, wherein receiving informa- 
tion further comprises entering the Wonrotfon at a 
terminal. 



so 



55 



3. The method of claim 2. wherein entering the infor- 
mation further comprises entering the information 
at the terminal coupled over a network at at least 
one of a system manager terminal and a scrip dis- 
Mxjtor terminal. 

4. The method of daim 2, wherein entering the infor- 
mation at the terminal further comprises entering 
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the information at a merchant terminal. request for the transaction from, a terminal over a 

network to at least one of a system manager at a 

5 The method of claim 2. wherein entering the infer- system manager terminal and a scrip distributor at 

mation further comprises entering date for the a scr^dstrtoutor terminal, 
member from a scrip card at the terminal. * 

17. The method of claim 16, wherein automatically 

6. The method of claim 5, wherein entering data fur- sending the request to the system manager further 
ther comprises entering the data for the member comprises receiving the request by the system 
from a magnetic slrpe scrjp card at the terrninal. manager at the system manager terminal. 

w 

7. The method of daim 5, wherein entering data fur- 18. The method of claim 17, wherein receiving the 
ther comprises entering the data from an applies- request by tie system manager further comprises 
tfon on a smart scrip card for the member at the receiving data by the system manager identifying at 
terminal. least one of the member account and the member. 

15 

8. The method of dam 5, wherein the data further 19. The method of claim 18. wherein receiving the data 
comprises an account number for the member. by the system manager further comprises confirm- 
ing a balance by the system manager in the identi- 

9. The method of claim 1 , wherein receiving informa- fied member account adequate to cover the 
tfon further comprises receiving the information by so transaction amount 

at least one of a system manager at 8 system man- 
ager terminal and a scrip Distributor at a scrip efts- 20. The method of claim 19, wherein confirming the 
tributor terminal. balance by the system manager further comprises 

confirrwngthe balance by the system manager h at 

10. The method of daim 9, wherein receiving the infor- zs least one account of the member selected from a 
mation further comprises receMng the information group consisting of a member scrip account, a 
by the system manager at the system manager member checking account, and a member savings 
from a merchant terminal over a network. account 



11. The method of claim 9, wherein receiving the intor- zo 
mation further comprises receiving the information 

by the scrip distributor at the scrip distributor termi- 
nal from a merchant terminal over a network. 

12. The method of claim 1, wherein receiving the infor- se 
motion further comprises receiving a request for the 
transaction by at least one of a system manager 
and a scrip cfctributor. 



21. The method of daim 16, wherein automatical 
sendng the request to the scrip distrfcutor further 
cornprises receiving the request by the scrip distrib- 
utor at the scrip Distributor terminal. 

22. The method of daim 21, wherein receiving the 
request by the senp distributor further cornprises 
receiving data by the scrip distributor identifying at 
least one of the member account and the member. 



13. The method of claim 12, wherein receiving the 40 23, The method of claim 22, wherein receiving the data 

request by the system manager further cornprises by the scrip distributor further cornprises confirming 

receiving the request by the system manager at a a balance by the scrip distributor in the identified 

system manager terminal from a merchant terminal member account adequate to cover the transaction 

over a network. amount. 

45 

14w The method of daim 12, wherein receiving the 24* The method of daim 23, wherein confirming the 

request try the scrip distnhutor further comprises balance by the scrip otstrtoutor further comprises 

receiving the request by the scrip distributor at a confirming the balance by the scrip cfistrfcutor tn at 

scrp Distributor terminal from a merchant terminal least one account of the member selected from a 

over a network. 50 croup consisting of a member scrip account, a 

member chocking account and a member savings 

15. The method of daim 12, wherein receiving the account 
request further comprises receiving data jderrtffying 

at least one of the member account and the mer- 25. The method of daim 1, wherein automa* caBy deb- 

cnant 55 ffing the member account further comprises auto- 

matteaDy debiting at least one account of the 

16, The method of claim 1, wherein automatical deb- member selected from a group consisting of a scrip 
rting further cornprises automatically sending a account, a banking account, and a checking 
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account 

26. The iriBihod of claim 25, wherein automatically deb- 
iting the member scrip account further comprises 
storing data in the member scrip account repre- s 
senting member scrqp credt 

27. The method of claim 26, wherein the data repre- 
senting member scrip credft further comprises 
transfer rfrig the member scrip credit from at least to 
one of a sponsoring organization account and a 
scrip cfistrbutor account. 

28. The method of claim 27, wherein transferring the 
member scrip credit from tie organization account rs 
further comprises storing data in the organization 
account representing organization scrip crecfit. 

2& The method of claim 28, wherein storing the data 
representing, organization scrip credit further com- so 
prises transferring the organization scrip credit from 
a scrip distributor account. 

30. The msfrod of claim 29, wherein transferring the 
organization scrip credit further comprises storing 25 
data in the scrip dfeirfrutor account representing 
distributor scrip credit 

31. The method of cJafm 30, wherein storing the data 
r^xesenting tfistrbutor scrip crecfit further com- 30 
prises purchasing the distributor scrip credit from 
the merchant 

32. The method of claim 27, wherein transferring the 
member scrip credit from the scrip cfistrbutor 35 
account further comprises storing data in the scnp 
distributor account representing distrftx/tor scrip 
credrt. 

33. The method of claim 32, wherein storing the data *o 
representing distributor scrip crecfit further com- 
prises purchasing the distrbutor scrip credt from 
the merchant. 

34. The method of claim 1, wherein automatically deb- 45 
iting futher comprises automatically sencSng con- 
firmation of the debit to the merchant. 

35. The method of dam 34, wherein automaficaly 
sending the cento mation further comprises auto- go 
maticafly sending the confirmation to the merchant 

at a merchant terminal over a network. 

36. The method of claim 35, wherein automatically 
sending the confirmation further comprises auto- ss 
matfcaBy sending the confirmation to the merchant 
terminal over a network by at least one ol a system 
manager at a system manager terminal and a scnp 



distributor at a scnp distrixitor terminal. 

37. The method of claim 1, wherein automatically deb- 
iting furtfier comprises automatically storrig mer- 
chant loyalty point credrt for the member in 
connection with the transaction amount 

3a The method of claim 37, whBrein automatically stor- 
ing further comprises automatically storing tuition 
credit for the member in connection with the trans- 
action amount based on attaining a threshold level 
of stored loyalty point crecfit 

39. The method of claim 1, wherein automatically cred- 
iting the merchant portion further comprises euto- 
maticaly determining the merchant portion 
accurcfing to a predetermined merchant percentage, 
of the transaction amount 

40. The method of claim 39, wherein automaficaly 
determining the merchant portion further comprises 
automatical consulting a look-up table for the pre- 
determined merchant percentage. 

41. The method of claim 40, wherein automafically con- 
suhing the look-up table further comprises storing 
the predetermined merchant percentage in the 
look-up table in a database coupled over a network 
to at least one of a system manager terminal and a 
scrip distributor terminal 

42. The method of claim 1, wherein automatically cred- 
iting tie merchant portion further comprises auto- 
maficaSy crediting the merchant portion of the 
transaction by at least one of a system manager 
and a scrip distributor. 

43. The method of claim 42, wherein automatically 
crediting the merchant portion by the system man- 
ager further comprises automatically crediting the 
merchant portion by the system manager at a sys- 
tem manager terminal coqpled over a network to a 
database storing the merchant account 

44. The method of ctaim 43, wherein automatically 
credft ng the merchant portion by the scrip cfismbu- 
tor further comprises automatically crediting the 
merchant portion by the scrip distributor at a scrip 
tfistrbutor terminal cotpted over a network to a 
database storing the merchant account 

45. The method of claim 1, wherein automatical ly cred- 
iting the predetermined balance portion to the scrip 
cfistr&utor account further comprises automaticaBy 
determining the balance portion for tie scnp distrib- 
utor account according to a predeterrrined scrip 
distrfcutor percentage of the transaction amount. 
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46. The method of daim 45, wherein automatically 
deter mining the balance portion tor the scrp Distrib- 
utor account further comprise automatically corv 
sufting a look-up table for the predetermined scrip 
distributor percentage. s 

47. The method of damn 46. wherein automatically con- 
sulting the look-up table further comprises storing 
the look-up table in a database coLpted over a net- 
work to at least one of a system manager terminal w 
and a scrip distributor terminal 

48. The method of cfalm 1, wherein automatically cred- 
iting the predetermined balance portion to the 
sponsoring organization account further comprises is 
automatics By deter rrarmg the balance portion for 
the sponsoring organization account accosting to a 
predetermined sponsoring organization percentage 

of the transaction amount. 

so 

49. The method of daim 48, wherein automata 3y 
determining the balance port on tor the sponsoring 
organization account further comprises aidornati- 
caJty consulting a look-up table for the predeter- 
mined sponsorng organization percentage. & 

50. The method of daim 49, where n automatical con - 
suiting the look-up table further comprises storing 
the look-up tebte in a database coupled over a net- 
work to at least one of a system manager terminal so 
and a scrip cf stributor terminal. 

51. The method of claim 46. wherein automatical fy 
determining the balance portion lor the sponsoring 
organization account further comprises automati- 35 
cally deducting a previously received percentage of 
tie transaction amount from the balance portion for 
die sponsoring organization account 

52. A system for performing a transaction between a 40 
merchant and a member with electronic scrip, com- 
prising: 

means for receiving information related to the 
transaction between the merchant and the 45 
member, including a transaction amount; 
means associated with the info r mation receiv- 
ing means for automattealy debiting an 
account of tie member by the transaction 
amount; so 
means associated with the Information receiv- 
ing means for automatically crediting a prede- 
termined merchant portion of the transaction 
amount to an account of the merchant; and 
means associated with the inforrnatfon recerv- ss 
ing means for automatically crediting a prede- 
termined balance portion of the transaction 
amount to at least one of a sponsoring organi- 



zation account and a scrip distributor account 

5a The system of claim 52, wherein the information 
receiving means further comprises a terminal. 

54. The system of daim 63, wherein the information 
receiving means further comprises a merchant ter- 
minal 

55. The system of daim 64. wherein the information 
receiving means further comprises the merchant 
terminal coupled over a network to at least one of a 
system manager terminal and a scrip distributor ter- 
minal. 

56. The system of daim 55, further comprising a mem- 
ber scrip card readable by the merchant terminal. 

57. The system of daim 56, wherein the member scnp 
card further comprises at least one of a mapxietic 
stripe scrip card and a smart card. 

58* The system of daim 52, wherein the debiting 
means further comprises a merchant terminal cou- 
pled over a network to at least one of a system 
manager terminal and e scrip distributor terminal 

5& The system of claim 58, wherein the debiting 
means -further comprises a database storing the 
member account coupled over the network to at 
least one of the system manager terminal and the 
scrip manager terminal. 

60. The system of daim 69, wherein the member 
account further comprises at least one of a member 
scrip account, a member checking account, and a 
member savings account. 

61. The system of daim 52, wherein the means for 
crediting the merchant portion further comprises a 
database storing me merchant account coupled 
over a network to at least one of a system manager 
terminal and a scrip distributor terminal. 

62. The system of daim 61, wherein the means for 
creating the merchant portion further comprises a 
look-up table of predetermined merchant percent- 
age for determining the merchant portion stored In 
the database. 

63. The system of claim 52, wherein the means for 
crecfiting the predetermined portion to the scrip dis- 
tributor account further comprises a database stor- 
ing the scrip distributor account ooupied over a 
network to at least one of a system manager termi- 
nal and a scrip distrioutor terminal 

64. The system of claim 63, wherein the means for 
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credrtrng Ihe predetermined balance portion to the 
scrip distributor account further comprises a look- 
up table of predetermined scrip distributor percent- 
age for determining the scrip distributor portion 
stored in the database. s 

65. The system of claim 52, wherein the means for 
crediting the predetermined balance portion to the 
sponsoring organization account further comprises 

e database storing the sponsoring organization to 
account coupled over a network to at least one of a 
system manager terminal and a sap distributor ter- 
minal. 

66. The system of claim 65, wherein the means for 75 
crediting the predetermined oaiance portion to the 
sponsoring organization account further comprises 

a took-up table of predetermined sponsoring organ- 
ization percentage for determining the sponsoring 
organization portion stored in tie database. so 
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